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Summary of Legidation: Thisbill provides that the value of a manufacturer's rebate is exempt from the
Indiana Gross Retail Tax in amotor vehicle sales transaction if the rebate is assigned to the dedler.

Effective Date: January 1, 2001 (retroactive).

Explanation of State Expenditures:

Explanation of State Revenues: Thisbill will decrease the amount of revenue the State receives from the
taxation of rebates (on the purchase of a motor vehicle) that are assigned to the dealer. The extent of this
reduction isindeterminable given alack of salestax datarel ated specifically to motor vehiclerebates. There
were 425,328 new cars registered in Indiana in1999.

Background information: New car manufacturers often provide rebate incentives to encourage consumers
to buy new cars. There are generally two types of rebates. Under the first type, manufacturers require that
the rebate can only be used to reduce the selling price of the car. Current practice by the Indiana Department
of State Revenue considersthistype of rebate as a price reduction and therefore not subject to the sales tax.
A second type of rebate is a cash rebate. The consumer receives cash rebates after the car is sold. The
consumer then hasthe option of assigning the rebate back to the deal er or taking the cash. Thistype of rebate
issubject to the salestax because the consumer isnot entitled to receive the rebate until the car is purchased.
This bill would treat cash rebates which the consumers assign to the dealer as exempt from the sales tax.

Gross Retail (Sales) and Use taxes are deposited in the State General Fund (59.03%), the Property Tax
Replacement Fund ( 40%), the Public Mass Transportation Fund (0.76%), the Industrial Rail Service Loan
Fund (0.04%), and the Commuter Rail Service Fund (0.17%).

Explanation of L ocal Expenditures:
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Explanation of L ocal Revenues:

State Agencies Affected: Department of State Revenue.

L ocal Agencies Affected:

I nfor mation Sour ces: Bureau of Motor V ehicles, 1999 Transaction Countsfor Statewide Totals; Sales Tax
Bulletin #28, Department of State Revenue, June 1992; Automobile Dealers Association of Indiana.
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